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BELGIAN KEY ECONOMIC INDICATORS 
1/ 


Money values in US $ million.=— 
3 

9/ % Change 19782! % Change 

Item 1976/1977 (est.) 1977/1978 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at 1970 Prices 
Per Capita GNP at 
Current Prices 
Gross Capital Formation 
at Current Prices 
Indices: 7+ 
Industrial Production 
(1970=100) 
Avg. Industrial wage 
(1972=100) 5/ 
Avg. Unemployment rate Z — 


MONEY AND PRICES 
Money supply (M1) 
Public Debt 
National Bank Weighted Aver- 
age Lending Rate (Z) 8.2 6.6 
Price Indices: 
Wholesale Prices (1953=100) 183.7 188.1 
Consumer Prices (74/75=100) 114.2 122.3 ‘ 
BF/$ Exchange Rate 38.6 35.84 ‘ 31. 
Effective exchange rate 
(IMF weights; 1970=100) 107.1 111.9 ‘ a5 


BALANCE OF PAYMENTS/TRADE 

Exports, FOB, of which: ©/ 32,810 37,489 43,100 
Exports to US 1,167 igor 1,800 
Exports to EC 24,150 26,708 30,500 

Imports, CIF, of which: 9/ 35,465 40,250 46,100 
Imports from US 2,169 2,427 2,500 
Imports from EC 23,972 27,186 31,000 


Trade balance o/ -2,556 -2,761 -8.0 -3,000 


Current account balance// -492 -627 -27.4 -500 
Main imports from US (1977): agricultural products-578.9 (of which, grains -305.2); 
machinery/equipment-410.6; chemicals-312.3; minerals-177.4; diamonds-166.3; trans- 


port equipment-158.5; textiles-110.6; metals-103.8; plastics-103.0. 


Footnotes on following page 





Footnotes: 

1/ Domestic series are converted using representative 1978 exchange 
rate of $1 equals BF 31. External series (trade and payments) are 
converted at contemporaneous rates: 1976: 38.60, 1977: 35.84, 
1978: 31. Note that external series thus include $/BF exchange 
rate shifts. 


December or cumulative except where otherwise noted. 


Embassy projections/estimates. 


Mid-year averages. 
As % of those insured. 
Customs basis. 


Payments basis. 


INTRODUCTION AND SUMMARY 


By late 1978 the Belgian economy was beginning to show a few faint signs 
of climbing out of its continuing stagnation. As the year drew to a 
close, no clear tendency had developed, but a few rays of hope indicated 
that a turnaround might be in the offing. While several more swallows 
will be required before we can announce the coming of spring, Embassy 
projections forthe Belgian economy are a trifle more optimistic than those 
of most local analyses, which continue to focus on the bleaker statistics. 
Admittedly, these are in plentiful supply. 


With about half of GNP devoted to exports, the Belgian economy cannot sus- 
tain a significant expansion on its own. Much will depend on condition in 
the neighboring countries, particularly in the FRG, which alone consumes 
over 10% of Belgium's GNP, and contributes indirectly to Belgium's exports 
to the other EC countries through its effects on their levels of economic 
activity. 


According to the National Institute of Statistics, the Belgian GNP grew in 
real termsby 1.2% in 1977, as against 5.8% in 1976 (a year of partial re- 
covery from the deep drop in 1975). For 1978, the OECD projected a 2.5% 
increase, but as the year progressed, it appeared that this target would not 
be met. Preliminary estimates are that growth for the year is more likely 
to read about 2%, or perhaps slightly higher if activity rises toward the 
end of the year. Embassy projections for 1979 growth of GNP are on the high 
side of the prevailing estimates. We predict an increase of 3% in real terms. 
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One significant sign of encouragement comes from the National Bank's highly 
respected "synthetic curve" of business expectations. This curve has 
proved to be a fairly good leading indicator in the past, not only for 

the Belgian economy, but also for that of Germany. It rose for five 

months through March, and then described a sawtooth pattern for several 
months before registering a sharp upturn in September. Some recovery in 
1979, should it occur, would--along with the present cheapness of the US 
dollar with respect to the Belgian franc--provide very attractive oppor- 
tunities for US exporters, particularly in the areas of electronic, com- 
puters and consumer goods. 


PRODUCT LON 


Despite the mildly encouraging signals being generated elsewhere in the 
economy, the index of industrial production remained as flat as the fields 
of Flanders. It should be borne in mind, however, that this index reacts 
to changes in demand with something of a lag and there is some indication 
of a beginning of a drawdown in stocks. The index, furthermore, may not 
fully take into account structural changes in the economy, as it has in 
recent years begun to diverge from an index of gross value added that can 
be derived from the national income accounts. It is true, however, that 

a number of major industrial sectors are in very poor shape. Steel and 
textiles ,particularly, continue to suffer from profound structural problems 
that will not be easy to cure. The same goes for petroleum refining. One 
refinery was forced to shut down in early September, touching off a short- 
lived petroleum sector strike. Non-ferrous metals and food and beverage 
production also turned in poor performances in 1978. The only two major 
industrial sectors seeming to make much headway at mid-1978 were paper 

and board manufacturing and electric production. 


DEMAND 


Consumer demand, using retail sales volume as an indicator, displayed a 
listless (but not comatose) trend through the first half of the year, 
rising by an average of about 5% in value and 2% in volume. In June, how- 
ever, the latest available month, it was up sharply compared to June 1977. 
These increases were not corroborated by industrial production indices for 
non-durable consumer goods, which slowed. Production of consumer durables, 
however, showed a significant upturn in the second quarter. 


Business investment during the first half of 1978 showed substantial 
strength, running at a rate of around 25% higher than the first half of 1977. 
This increase, however, was fueled by a few large capital purchases and 
sectoral differences were pronounced: investments in electric and nuclear 
energy production were double that of the previous period, while investments 
in the steel and non-ferrous metal sectors were off by a third. The strong 
showing of investment may also be partly due to fiscal incentives which 
expired at the end of June. July's investment, indeed, was only 4% above 
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last year, barely enough to take account of inflation, but it could eas- 
ily have been worse. Again, production of investment goods seemed to 

lag behind business investment, but showed a definite upward trend during 
the second quarter. This sector, however, is heavily dependent on exports. 


Despite the widely-held opinion, borne out by the loose rental market, 

that Belgium has overbuilt, construction, as measured by building starts, 
held up strongly and did not yet confirm the industry's pessimistic assess- 
ment for the future. Residential construction, which had displayed counter- 
cyclical strength during the recent past and provided an outlet for in- 
creased private savings, continued its momentum into 1978. New housing 
starts were up by 27% over the corresponding period in 1977. New resi- 
dential building permits were down somewhat, however, presaging a future 
downturn in activity. On the other hand, non-residential construction 
permits issued and building starts both continued at a good clip, up by 

22 and 44 percent respectively through June. 


Government spending for current operations increased by 20% during the first 
part of the year. Much of this increase, however, was due to transfer 
payments, which according to National Bank studies do little to stimulate 
the economy, going instead to increased savings and imports. Government 
capital investment, which is more directly stimulative, increased somewhat 
in real terms during 1978, but seemed to lag behind budget authorization. 
The government budgets, both for 1978 and 1979, provide for restraining 
current expenditures and increasing capital expenditures. Difficulties 

in timing capital outlays, however, make this tool of fiscal stimulus 
somewhat unwieldly, and its effect on aggregate demand is difficult to 
predict. 


Foreign demand as a mainspring of the Belgian economy proved rather list- 
less through the first eight months of 1978, particularly with respect to 
merchandise trade,exports and imports both growing by only 2.9% in value 
terms and more or less stagnating in terms of volume. Preliminary esti- 
mates of the overall current account, measured on a transactions rather than 
a payments basis, did rather better, displaying only a billion franc deficit 
for the first ten months of the year, compared with a 10 billion deficit 

for the same period in 1977. Increasingly, Belgium's deficit in merchan- 
dise trade is being made up by a surplus in invisibles, much of this being 
in various forms of know-how exported to less developed countries. Ex- 
penditures related to the various international organizations-—-particu- 
larly the EC--headquartered in Brussels also make up a significant and 
growing item in the current account. 


Foreign demand is perhaps the biggest question for 1978. If indications 
of an upturn in the FRG are borne out, this could have a strong effect on 
Belgian economic activity. 





Prices, wages, employment and competitivity 


Under the influence of declining raw materials prices and an appreciat- 

ing currency, price increases continued to slow through 1978. The effect 
was most striking on the wholesale price index, which actually showed a 
slight decline between mid-1977 and mid-1978. The price of services, 
however, following a well-known economic pattern deriving from differen- 
tial rates of productivity growth and similar rates of wage increases, 
continued to increase at an 8% rate. The CPI increased by about 4% from 
August to August. It has probably bottomed out at this rate, and is likely 
to remain there, at least for the short term. 


The unemployment rate in late 1978 has reached a level of disturbing 
proportions. With a rate of close to 9% (by EC definition), Belgium is in 
close competition with Ireland for the uncoveted prize of being the most 
out-of-work country in the EC. This grim picture, however, is slightly 
mitigated by several factors. First,the increase in unemployment 

is on a seasonally adjusted (though not on an absolute) basis and has 
begun to stabilize, if not to show slight signs of a downturn in recent 
months. The short term outlook, however, is for stability at a high 

level rather than a significant improvement, given demographic patterns 
and the substantial degree of restructuring that the Belgian economy must 
undergo--much of this involving more capital-intensive production. Second 
there is the extremely generous level of Belgian unemployment compensation 
and the fact that male unemployment (at around 5-1/2 %)is only slightly 
above EC average, while the female unemployment at almost 14% is more than 
double the EC average. Given the much greater percentage of secondary 
wage earners in the female population, the overall effect of the Belgian 
unemployment rate is somewhat less than the total figure might indicate. 
But female participation in the labor force is growing from a low base, and 
is likely to continue to contribute to the high overall unemployment rate. 
Finally, although not easy to quantify, there appears to be a significant 
amount of "black-market" labor in sectors where this is possible, such as 
construction and personal services. 


Belgian salaries are among the highest in the world. In 1977, they were 
surpassed only by those in Sweden and the Netherlands. They have continued 
to rise, and in the third quarter of 1978, hourly wages of adult male 
workers in industry were 6.4% higher than a year previously. At the same 
time, Belgium has--at least until recently--managed to retain a fair de- 
gree of international competitiveness because of increases in unit output 
per unit of labor cost. Between 1970 and 1977, salary cost per unit of 
output rose by 137% in terms of dollars; this increase was less than that 
in Japan, the Netherlands, Switzerland and Sweden and about the same as in 
Germany. Until quite recently, the appreciation of the franc does not 

seem to have damaged Belgium's competitive position. A National Bank cal- 
culation shows that the trade weighted increase in the value of the franc 
over the 1975-1976 period through June of 1978 has been no greater than the 
similarly weighted increases in wholesale price increases in Belgium's 
trading partners. 
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The deep plunge of the dollar during late 1978 does threaten to 

erode Belgian international competitiveness in many markets. Many 
traditional Belgian manufacturing industries are in a decline which 

is being accelerated by increased competition from the newly-indus- 
trializing states. Belgian manufacturers in many sectors may find 
themselves increasingly reliant on markets in a few European countries 
with similarly appreciating currencies. 


Financial Situation 


The Belgian financial picture in-late 1978 was dominated by exchange 
rate policy. Belgian government authorities have repeatedly expressed 
their determination to maintain a strong currency, and in particular 

to keep the link with the Deutsche mark-led snake, During late summer, 

a speculative run against the Belgian franc was finally stopped by 

a slight revaluation (2%) of the mark against the BF on October 15. 
Shortly thereafter, the monetary authorities began to sharply tighten up 
on short-term interest rates. The pressure on the franc abated and 

it was soon selling freely at a level near--and occasionally above-- 

its previous lower intervention point. 


In taking these currency support measures, the National Bank hoped 

to minimize the effect on long term interest rates. There is, however, 
apprehension in some quarters that long-term interest rates may soon 
be forced higher despite the Bank's efforts, threatening to squelch 
any recovery of economic activity. 


The state of public finances remains a long term headache for the 
Belgian government. The large government defecit continues to absorb 

as much as half of domestic savings and is financed exclusively by 
domestic borrowing. While no doubt contributing to high domestic 
interest rates, Treasury borrowings do not seem to have resulted in 

any significant "crowding-out" of private investment given current 
economic conditions. The present operating deficit is probably a desirable 
counter-cyclical element of fiscal policy, but there is general 
agreement on the need to restructure fiscal policy so that the 
operating deficit can be reversed when the economy revives, and also 

to shift some of the operating deficit to capital investment expen- 
ditures where it will do more good. This will be a major challenge 

for the new government that will be formed following year-end elections, 


Implications for the United States 


An upturn in Belgian economic activity, should it materialize, 

would be a positive development for general US- West European eco- 
nomic relations. Belgium is a highly developed industrial country with 
a much greater impact on world trade than its physical size and popu- 
lation would suggest. It comes as a surprise to many.to discover 

that Belgium is America's eighth largest trading partner. Furthermore, 
Belgium has long been an influence within the EC and the OECD 
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for liberalized trade and for an improved system of international 
payments. Its progress in returning to a reasonable growth pattern will 
thus have significant implications both for improvement in the climate 
for negotiations of multilateral economic issues and for US exports, 


From the perspective of US exports, however, what stands out strikingly 
from the statistics is the contrast between the large depreciation 

of the US dollar against the Belgian franc and the slow growth of 

US exports to Belgium. For the first seven months of 1978, while 
Belgian global imports measured in dollars rose by around 14%, imports 
from the US rose by only 3%. In terms of Belgian francs US exports 
declined by 8% from 52,8 billion to 48,4 billion. 


Too much importance should not be attached to a 7-month period, 

but the disparity between the lower price of US goods and the lackluster 
performance of US exports indicates that American exporters are not 
taking advantage of the opportunities offered them where price is 

an important factor in demand. 


The largest chunk of US exports to Belgium continue to be agri- 
cultural products, which taken together make up around a quarter of 
the total. The US also does well in selling many types of chemical 
products, including plastics, pharmaceuticals, fertilizer and rubber. 
US exports in these categories are typically bulk products that are 
widely traded internationally add which respond readily to relative 
price changes. 


American products in many other areas have now become much more 
competitive on the Belgian market, in many cases requiring only 

some relatively simple marketing initiative to register a substantial 
increase in sales. Consumer goods appears to be a very promising field 
where American exports are doing well and can do better. In 1977, 

US consumer goods exports to Belgium grew by over 11% (in terms of 
Belgian Francs) and accounted for over 4% of US global consumer goods 
exports. Another area of strength for US exports is in various sorts 

of electronics, computer and microprocessing equipment. High Belgian 
labor costs along with the necessity to modernize production facilities 
in many industries should continue to spur US exports in these sectors. 


The Embassy has attempted to pinpoint specific areas where US products 
should do well in Belgium, and has over 40 current in-depth market 
studies. These are available to US exporters form the Department of 
Commerce. 


As for investment prospects, Belgium continues to actively welcome 
foreign investment, and remains in many respects a convenient base 
of operations for companies focussing on the European market as a whole. 





Growing Belgian labor and social cost, however, are beginning to 
take their toll and foreign firms are disinvesting at a higher level 
than during earlier years. At the moment, the US share of foreign 
investment in Belgium is around 47%, In 1977, eight new . American 
manufacturing facilities were planned while eight existing American 
factories closed their doors. In terms of both value of investment 
and number of jobs created, however, US investment in Belgium showed 
a positive balance for the year. 


It is clear, however, that the trend in foreign investment has been 
downward since 1974. If the trend continues, Belgium will face difficult 
obstacles to restructuring its economy, since foreign investment 

in recent years has been a substantial part of private investment, 
particularly in the export manufacturing sector. 


November 1978 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively 
to identify overall foreign trade trends in manufactured goods and 
to compare your own performance in world markets with that of 
other traders. 


MARKET SHARE REPORTS give detailed commodity and country 
breakdowns and easy-to-reference comparative trade figures for the 
U.S. and other major suppliers. And the five-year spread of data on 
trade in nearly 900 commodities gives a precise picture of changing 
levels of import demand and shifts in the relative competitive posi- Federal 
tions of exporting countries. a 


MARKET SHARE REPORTS for 1972-1976 are offered in two 
series— 

88 Country Reports—each covering a leading importing nation. 
$4.75 each. 


885 Commodity Reports—with data on exports from the U.S. and 
13 other major exporting countries. $3.25 each. 
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Industry and Trade Administration 


For only $5 you can subscribe to this 
reliable narrative and statistical review read 
by many sectors of domestic and foreign 
business. Each Quarter you will receive .. . 


A comprehensive analysis of log, lumber, 
plywood, pulp, paper, and paperboard 
trends. Influencing factors in production, 
consumption, shipments, exports, imports, 
prices, sales and profits, employment, and 
overseas activities. . . . 


Plus—roundups of regional production 
activity and industry developments in 
foreign producing and marketing countries. 
Special in-depth articles covering the solid 
wood products and pulp and paper 
industries of important competing coun- 
tries, export markets, and long-term 

trends. 


Also—a timely section on recent forest 
products developments in the U.S. and 
abroad, including: capacity expansion and 
new construction, supply/demand factors, 
and legislative activity. 


And—in the continuing detailed statistical 
series, you'll find definitive figures from 
U.S. Government agencies and leading 
national trade associations. You'll get 
pages of the latest statistics on production, 
inventories, raw materials, consumption, 
wholesale prices and price indexes, 
merchants’ sales, manufacturers’ ship- 
ments, wages and hours, and foreign trade. 
The spring issue presents annualized data 
over the past decade, designed to permit 
evaluation of current and historical 
industry patterns and trends. 
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